Healthcare Utilization Data Reporting Improved from
2014, Highlighting Improvement Opportunities
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Centennial Care Lacked Strong Legislative Oversight

* Medicaid is budgeted and appropriated under two line items: physical
health ($5.5 billion) and behavioral health ($531 million), FY20
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* Other states use sub-category appropriations for increased transparency

* New Mexico relies on AGA performance measures
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Summary

The Evaluation: The 2015

evaluation Centennial Care
Waiver and Medicaid Managed
Care Costs identified three

central themes in the early stages
of Centennial Care: 1) the
growing costs of Medicaid with
lower than originally projected
savings; 2) the inability to
determine trends in the amount of
care enrollees are receiving; and
3) the need for additional
budgetary detail and control by
the Legislature. The evaluation
also revealed the Human
Services Department scaled back
its requirements of managed care
organizations, leading to the
delay of cost containment
initiatives and placing potential
cost savings at risk.

Legislative Flnance

—-----E[
Centennial Care Waiver

and Medicaid Managed
Care Costs

The Centennial Care managed care program, which operated under its first
iteration between 2014 and 2018, provided healthcare services to 31 percent
of all New Mexicans at the end of 2018. Centennial Care aimed to modernize
the Medicaid program by improving the efficiency and effectiveness of health
delivery, advancing person-centered models of care, and slowing the rate of
Medicaid program costs. Currently, New Mexico’s Medicaid managed care

program continues to operate under Centennial Care 2.0.

Three key findings were identified during this progress
report of the first iteration of Centennial Care, program
enroliment and provider rates drove Centennial Care
program costs, key cost saving elements of the program
were not fully realized, and the program lacked strong
legislative oversight.

While program costs grew from $3.9 billion to $4.4 billion
over these five years, and enrollment grew from 595
thousand members to 690 thousand members, overall
per-member, per-month (PMPM) costs remained stable,
largely attributed to provider rate cuts and rate freezes
implemented by the Human Services Department (HSD)
in FY17 at the direction of the Legislature.

From an overall cost-savings perspective, Centennial
Care greatly exceeded its initial cost-saving estimates, as
required and defined by the Centers for Medicare and
Medicaid Services (CMS), over the five-year

Progress Reports foster accountability by
assessing the implementation status of previous
program evaluation reports,

and need for further changes.

recommendations
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demonstration period. However, true cost savings to New Mexico remain
unknown because CMS’ methodology likely inflates estimated cost-savings.
This finding highlights the need to establish and monitor program cost-saving
benchmarks moving forward.

A key past finding was for HSD to better negotiate payment rates with MCOs;
setting rates closer to the lower bound of the actuarially sound rate range.
While MCO rates were generally found to be between the best estimate and
the lower bound, HSD could have saved about $93 million in general fund
dollars between 2014 and 2018 had managed care organizations been paid
the lowest actuarially sound rate across all programs.

Another key area for deriving additional cost-savings within Centennial Care
is care coordination. The number of Centennial Care members not
participating in care coordination (either declining to participate or unable to be
reached) was around 12 percent at the end of 2018. As care coordination aims
to facilitate individualized healthcare and prevent costly acute healthcare
services use, the nonparticipating care coordination members, totaling over 70
thousand, represent potential cost savings.

Healthcare utilization data and reporting, which improved in quality and
guantity since 2015, highlights further improvement areas and cost-saving
opportunities. Between 2013 (pre-Centennial Care) and 2017, the number of
members who received a preventive care visit decreased from 86 percent to
76 percent. As preventive care visits have been directly linked to lowering
future healthcare spending, increased preventive care visits among members
likely would have generated cost savings.

Lastly, the 2015 evaluation noted the lack of legislative oversight over
Medicaid spending and recommended potential changes to the appropriations
process, possibly by following the lead of other states and making
appropriations at the program level. Currently, the program receives $6 billion
split into two line items, limiting budget transparency and oversight.

HSD adopted two-thirds of the recommendations from the 2015 program
evaluation. Progress on the recommendations can be found on page 16.



Background

Since the 1980s, state and federal policymakers have looked to managed care
to provide quality care for Medicaid beneficiaries while also stabilizing
healthcare costs. Managed care organizations (MCOs), contracted entities
charged with establishing healthcare networks, seek to vertically integrate
members’ healthcare treatment through coordination of care, as well as reduce
costly acute care (e.g., emergency department visits and hospitalizations).
MCOs are paid a fixed monthly capitation rate per enrollee and assume the
risk of cost for providing covered services.

Centennial Care, launched on January 1, 2014, consolidated previously
separate Medicaid managed care programs through a Centers for Medicare and
Medicaid Services (CMS) Section 1115 demonstration waiver. Centennial
Care aimed to modernize the Medicaid program by improving the efficiency
and effectiveness of health delivery, advancing person-centered models of
care, and slowing the rate of Medicaid program costs. Four MCQOs were
competitively sourced to provide Centennial Care coverage to eligible New
Mexicans: Blue Cross Blue Shield, Molina Healthcare, Presbyterian Health
Plan, and United HealthCare. The Centennial Care program consists of five
Medicaid programs: physical health, behavioral health, long-term supports and
services, physical health for the Medicaid expansion population, and
behavioral health for the Medicaid expansion population.

The implementation of Centennial Care also coincided with the expansion of
Medicaid in New Mexico under the Affordable Care Act (ACA) to all people
earning up to 138 percent of the federal poverty level. Under the ACA, the
federal government paid 100 percent of the cost of care for the new enrollees
through 2016, followed by a gradual step down of support until stabilizing at
90 percent in 2020.

Overall Medicaid expenditures
increased from $4.2 billion in
FY14 to $5.6 billion in FY18. The

Chart 1. Total Medicaid
Expenditures by Revenue
Source

(in thousands) general fund portion of the

$6,000,000 Medicaid program  remained
similar over this time period at

$5,000,000 l I I around  $900 million.  Both

$4.000,000 Centennial Care enrollment and
expenditures have accounted for

$3,000,000 around 80 percent to 90 percent of
Medicaid enrollment and

total i

spending.

While this Progress Report
$0

$2,000,000
$1,000,000
focuses on the first iteration of
e\ 0 W (T " Centennial Care  (2014-2018),
Centennial Care 2.0 is currently in
its second demonstration year and
runs through 2023.

u Federal Funds Other State Funds

m General Fund

Source: LFC Files

Key Medicaid Terms:

Capitation payment — a monthly
fixed payment by HSD to
managed care organizations
(MCO) on behalf of each
Medicaid beneficiary.

Centers for Medicare and
Medicaid Services (CMS) — the
agency in the Department of
Health and Human Services
(DHHS) with responsibility for
administering the Medicaid,
Medicare, and State Children’s
Health Insurance (CHIP)
programs at the federal level.

Managed care organization
(MCO) - entities that serve
Medicaid beneficiaries through a
network of employed or affiliated
providers on a risk basis to
provide a specified package of
benefits to enrollees in exchange
for monthly capitation payments.

Medicaid eligibility groups (MEGSs)
— HSD defined population groups,
by eligibility characteristics, who
comprise the Centennial Care
program

Medical loss ratio (MLR) — a
provision requiring health
insurance issuers to spend a
minimum percentage of premium
dollars on medical care with limits
on the proportion spent on
administration, marketing, and
profits.

Per-member, per-month (PMPM)
— the average per-member, per-
month amount in capitation
payments HSD pays to MCOs.

Supplemental security income
(SSI) — a federal entitlement
program that provides cash to
low-income aged, blind, and
disabled individuals. Individuals
with SSI benefits are eligible for
Medicaid coverage.

Temporary Assistance for Needy
Families (TANF) — a block grant
program that makes federal
matching funds available to states
for cash and other assistance to
low-income families with children.
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Finding

A lack of utilization data from Centennial Care limits ability to determine if the Medicaid system is adequate and

cost-effective.

Recommendation

Status

Comments

No Action

Progressing

Complete

1. HSD should amend MCO contracts
to require the 85/15 medical loss ratio
per program area on an annual basis,
and for non-medical services such as

care coordination and member rewards.

Per Centennial Care contracts, MLR is not
assessed at a service-level but analyzed
at the overall level, and care coordination
and member rewards are not defined as
direct services.

2. HSD should examine whether the
85/15 MLR requirement is appropriate
as efficiencies are gained and
economies of scale continue to grow
under Centennial Care.

HSD assesses MLR requirement annually.
In late 2016, HSD changed the MLR
requirement to 86/14.

3. HSD should contractually require
MCOs to report utilization data for each
cohort and program area as reported
prior to Centennial Care.

Report 41 (discontinued under CC 2.0)
captured 220 categories of utilization in
physical and behavioral health. HSD state
it relies on encounter data reporting for
analysis of utilization. HSD initiated and
completed an encounter data
improvement project at the beginning of
calendar year 2015.

4. HSD should amend MCO contracts
to require sub-capitation agreements to
be submitted and approved by HSD.

HSD has the ability to request sub-
capitated agreements. It has chosen to
request more information from MCOs
about sub-capitated arrangements in its
financial reporting requirements and is
receiving more information about these
agreements than it has in the past.
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Finding

A lack of utilization data from Centennial Care limits ability to determine if the Medicaid system is adequate and

cost-effective.

Recommendation

Status

Comments

No Action

Progressing

Complete

1. The Legislature should consider
amending statute to require HSD to
award rates within the actuarially sound
rate range including clawback
provisions if rates are paid outside of
this range.

No legislative action has been taken.

HSD states CMS has regulations about
establishing actuarially sound rates. HSD
follows this practice and establishes rates
within the actually sound rate range
prescribed by CMS.

2. HSD should require its actuary to use
encounter data for rate setting
purposes.

HSD’s actuary has always utilized
encounter data in its rate setting process.
The encounter data used to develop rates
is documented in detail in the rate
certification letters submitted to CMS.

3. HSD should focus rate setting to the
lower bound estimate of the actuarial
sound rate range.

HSD notes rates were competitively
procured and later performs rate
adjustments based on programmatic
changes. HSD also notes MCOs have
different member populations and delivery
systems, which impact rates and make it
unreasonable all rates can achieve the
lower bound rate.

4. HSD should negotiate a lower rate
for pharmaceutical drugs related to high
cost treatments such as Hepatitis C
such as done by Interagency Benefits
Advisory Committee for public
employees of New Mexico. HSD should
ensure access to clinically effective
medications remains intact. HSD should
require the actuary to incorporate
pharmaceutical discounts into the rate
setting process.

All MCOs all have contracts with
pharmaceutical benefit managers (PBMs)
and have negotiated rate reductions. HSD
realizes these drug price reductions
through its financial reconciliation process
when it recoups the difference between
assumed per member treatment versus
the actual cost less the supplemental
rebates received by the MCOs from the
drug manufacturers. This arrangement is
basically the same type of arrangement
that the IBAC has negotiated but with less
administrative burden on HSD staff to
have to manage a pharmacy benefit.

5. HSD should incorporate profit margin
analysis into rate setting process on an
annual basis.

HSD continue to incorporate profit margin
analysis into the rate setting process on
an annual basis. This analysis is
incorporated by the actuary through its
analysis of the MCO financial statements.

6. The Office of Superintendent of
Insurance (OSI) should amend rules to
require all MCOs with interests in New
Mexico submit financial statements
annually for review and publication on
the OSI website.

MCOs annually submit financial
statements to OSI and are published to
the OSI website. However, many
statements do not contain New Mexico
specific data, rather rollup amounts of the
parent company.
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Finding

More detailed information and reporting is needed to leverage Medicaid savings and increase the Legislature’s

ability to budget at a detailed level.

) Status Comments
Recommendation : :
No Action Progressing Complete

1. The Legislature should consider Legislative action has not been taken.

budgeting Medicaid to program area —

level (physical health, behavioral health, HSD notes a detailed projection of

long term services, Medicaid Medicaid expenditures and enrollment at

expansion), and requiring reporting on the program levels are provided to LFC

Medicaid spending through other state and DFA on a quarterly basis along with a

agencies including CYFD, DOH, etc. presentation which includes analysis of

along with appropriate performance program component changes.

measures for each part of Medicaid.

2. The Legislature should consider Legislative action has not been taken.

requiring HSD to include, as a part of its —

budget proposal, approved rates and HSD notes the recommendation is

rate ranges for the upcoming budget problematic given the timeline of budget

year. decision requirements, actuarial analysis
timelines, as well as administrative
expenses. HSD incorporates all available
sources of information when developing
the budget proposal. Approved rates
available at the time are included in the
budget proposal.

3. The Legislature should consider Legislative action has not been taken.

amending statute to require HSD to —

develop a Centennial Care performance HSD and LFC review the AGA

report card inclusive of cost savings performance metrics on an annual basis,

measures, quality performance and HSD provides feedback on metrics in

measures, and clinical outcome PB1 and PB2 for LFC and DFA review

measures. and approval.

4. HSD should work with LFC and DFA The quarterly projection process continues

to develop a regular reporting format for ——— to be refined and updated. HSD regularly

Medicaid managed care as part of addresses LFC and DFA requests to

regular projection meetings. Reports make sure the data is clear and the

should provide, at a minimum, up-to- detailed level information needed is

date cohort level data on enrollment included. This includes a new presentation

and average PMPM spending format, the expanded enroliment

compared to beginning of the year charts/tables, the PMPM sheet,

projections. HSD should also include component analysis charts, and the

projections by major program. detailed narrative.

5. HSD should institute a set list of Centennial Care contract amendments

performance measures for MCO e changed payment reform project

payment reform to measure emphasis to value-based purchasing

performance uniformly across all projects. HSD notes it continues to work

MCOs. These performance measures with MCOs and providers to further

should include measurement of cost advance value-based purchasing.

savings and utilization reduction.

6. HSD should include actuarial HSD provides detailed budget forecasts

analysis in budgeting and forecasting — and responds to questions from LFC and

process and provide line item detail for committees. HSD works closely with the

key program changes within the actuarial contractor to set appropriate

Medicaid program. capitation rates which include program
changes.

7. HSD should consider incentivizing HSD did not award MCOs with enrollees

lower rates by awarding MCOs with — based on rates.

enrollees based on rates.
HSD also notes if all MCOs were paid at
the lower bound of the rate range, then it
would not also be able to award auto-
assigned enrollees based on rates.
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Appendix A. Total Capitation Payments by Program Area, 2014 —
2018

Table 1. Total Capitation Payments by Program Area, 2014 — 2018 (in millions)

Medicaid
Medicaid Expansion
Demonstration Long-Term Behavioral Expansion Behavioral
Year Physical Health Services Health Physical Health Health Total

2014 $ 148544 | $ 93754 | $ 31205 | $ 873.08 | $ 69.90 | $ 3,678
2015 $ 152280 | $ 1,023.06 | $ 31802 | $ 1,320.76 | $ 91.74 | $ 4,276
2016 $ 1,508.39 | $ 1,042.80 | $ 35644 | $ 1,34470 | $ 10299 | $ 4,355
2017 $ 148165 | $ 1,04239 | $ 32038 | $ 1,269.94 | $ 11379 | $ 4,228
2018 $ 1,439.86 | $ 103114 | $ 330.10 | $ 1,23991 | $ 12588 | $ 4,167
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Appendix B. Managed Care Statistics by Program, 2014 — 2018

Table 1. Behavioral Health Managed Care Statistics, 2014 — 2018

4 - 2018

Capitation
PMPM (Total
HSD
Capitation Total MCO MCO PMPM (Total
Payments / | expenditures on | MCO expenditures
Calendar| Member |Total Capitation| Member [medical services|[on medical services/
Year Months (millions) Months) (millions) Member Months)
2014 5,216,545 | $ 312.05 | $ 60 | $ 261.46 | $ 50
2015 5,303,015 | $ 318.02 | $ 60 | $ 261.78 | $ 49
2016 5475737 | $ 35644 | $ 65| $ 27460 | $ 50
2017 5,484,653 | $ 320.38 | $ 58 | $ 28341 ( $ 52
2018 5,290,104 | $ 330.10 | $ 62| % 296.47 | $ 56
Table 2. Long-Term Services Managed Care Statistics, 2014 — 2018
Capitation
PMPM (Total
HSD
Capitation Total MCO MCO PMPM (Total
Payments / [ expenditures on | MCO expenditures
Calendar| Member |Total Capitation| Member [medical services|on medical services/
Year Months (millions) Months) (millions) Member Months)
2014 546,669 | $ 93754 | $ 1,715 | $ 82597 | $ 1,511
2015 569,434 | $ 1,023.06 | $ 1,797 | $ 899.32 | $ 1,579
2016 586,547 | $ 1,042.80 | $ 1,778 | $ 94581 | $ 1,613
2017 590,224 | $ 1,042.39 | $ 1,766 | $ 906.30 | $ 1,536
2018 577,960 | $ 1,031.14 | $ 1,784 | $ 89134 | $ 1,542
Table 3. Medicaid Expansion Physical Health Managed Care Statistics, 201
Capitation
PMPM (Total
HSD
Capitation Total MCO MCO PMPM (Total
Payments / [ expenditures on | MCO expenditures
Calendar| Member |Total Capitation| Member [medical services|on medical services/
Year Months (millions) Months) (millions) Member Months)
2014 1,662,998 | $ 873.08 | $ 525 $ 653.44 | $ 393
2015 2,428,070 | $ 1,320.76 | $ 544 | $ 956.39 | $ 394
2016 2,715273 | $ 134470 | $ 495 | $ 1,088.52 | $ 401
2017 2,816,927 | $ 1,269.94 | $ 451 | $ 1,089.78 | $ 387
2018 2,742,872 | $ 1,23991 | $ 452 | $ 1,109.28 | $ 404
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Table 4. Medicaid Expansion Behavioral Health Managed Care Statistics, 2014 — 2018
Capitation
PMPM (Total
HSD
Capitation Total MCO MCO PMPM (Total
Payments / [ expenditures on | MCO expenditures
Calendar| Member |Total Capitation| Member |medical services|on medical services/

Year Months (millions) Months) (millions) Member Months)
2014 1,662,998 | $ 873.08 | $ 525 | $ 65344 | $ 393
2015 2,428,070 | $ 1,320.76 | $ 544 | $ 956.39 | $ 394
2016 2,715273 | $ 134470 | $ 495 | $ 1,088.52 | $ 401
2017 2,816,927 | $ 1,269.94 | $ 451 | $ 1,089.78 | $ 387
2018 2,742,872 | $ 1,23991 | $ 452 | $ 1,109.28 | $ 404
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Appendix C. MCO PMPM Expenditures by Program, 2014 — 2018

Table 1. Physical Health MCO Expenditures by Service Type, 2014 — 2018

Calendar
Year Inpatient Outpatient Physicians Pharmacy Dental Subcap Other Total
2014| $ 80.96 | $ 3691 ($ 4723 | $ 2113 ($ 1864 | $ 3185 ($ 4052 [ $ 277.23
2015 $ 7213 $ 3777 [ $ 46.08 | $ 2120 [ $ 20.28 | $ 3072 [ $ 4231 ($ 270.48
2016| $ 78.86 | $ 42.00 | $ 5154 [ $ 2578 | $ 21.64 $ 5447 [ $ 274.28
2017( $ 7446 | $ 4169 [ $ 48.62 | $ 26.02 | $ 20.11 $ 5375 | $ 264.65
2018| $ 7733 ($ 4767 | $ 52.06 | $ 26.27 | $ 21.01 $ 5831 $ 282.65
Table 2. Behavioral Health MCO Expenditures by Service Type, 2014 — 2018
Calendar Evaluation / Residential Therapeutic Hospital Skills
Year Therapies Pharmaceuticals Treatment Foster Care Facility Training Other Total
2014| $ 861 |$% 727 (% 721 (% 430 | $ 582 (% 240 $ 1451 | $ 50.12
2015| $ 849 | % 786 | % 9.02 | $ 437 | $ 321 ($ 167 |$ 1475 | $ 49.36
2016| $ 849 (% 765 (% 9.02 | $ 379 | % 382 (% 063 (% 16.76 | $ 50.15
2017| $ 871 (% 787 | $ 855 | $ 3.66 | $ 452 | $ 040 | $ 1797 | $ 51.67
2018| $ 922 | $ 764 (% 9.16 | $ 381 |$ 457 | $ 036 | $ 2128 | $ 56.04
Table 3. Long-Term Services MCO Expenditures by Service Type, 2014 — 2018
Calendar Personal Nursing Home Health &
Year Care Option| Facility [Community Service| Inpatient |Outpatient| Physicians | Pharmacy Subcap Other Total
2014|$ 49696 |$ 355.81 |$ 14259 | $ 13765|$ 7320 (% 5458 |$ 4000 |$ 2656 |$ 18357 ($ 151092
2015/ $ 559.17 |$ 370.85|$ 10481 |$ 16349 [$ 7001 |$ 5507 |$ 50.65|$ 1458 |$ 19069 [$ 1,579.32
2016|$ 529.02|$ 391.30 |$ 12182 |$ 13966 [$ 7958 |$ 5864 |$ 6336 |$ $ 22913 |$ 161251
2017|$ 490.12 |$ 386.29 | $ 12181 [ $ 13232 |$ 8073 |$ 5494 |$ 5817 |$ $ 21114 |$ 153552
2018|$ 49026 |$ 40634 | $ 12590 | $ 11613 ($ 8458 |$ 5174 | $ 5274 | $ $ 21453 ($ 154221
Table 4. Medicaid Expansion Physical Health MCO Expenditures by Service Type, 2014 — 2018
Calendar
Year Inpatient Outpatient Physicians Pharmacy Dental Subcap Other Total
2014| $ 11790 | $ 7299 [ $ 65.29 | $ 4331 | $ 1491 ( $ 1212 ( $ 66.42 | $ 392.93
2015| $ 106.01 | $ 7288 | $ 62.95 | $ 5323 | $ 1733 ($ 755 | $ 7394 | $ 393.89
2016| $ 104.68 | $ 7490 [ $ 62.19 | $ 63.29 [ $ 1519 ( $ - $ 80.63 | $ 400.89
2017| $ 103.08 | $ 7218 | $ 5782 | $ 61.81 [ $ 1316 | $ - $ 7881 | $ 386.87
2018| $ 106.76 | $ 78.98 | $ 6255 | $ 63.33 [ $ 1367 | $ - $ 79.12 | $ 404.42
Table 5. Medicaid Expansion Behavioral Health MCO Expenditures by Service Type, 2014 — 2018
Hospital Methadone & Other
Calendar [Evaluation/ Inpatient Suboxone Hospital | Professional
Year Therapies | Pharmaceuticals Facility FQHC's Treatment |Outpatient | BH Services Other Total
2014( $ 6.26 | $ 647 [ $ 400|% 231|% 111 ($ 111 | $ 094|$ 460(|$ 26.79
2015( $ 861 (% 8.00 | $ 389 (% 281 |% 192 ($ 076 [ $ 118|$ 536|$ 3253
2016( $ 9.72 | $ 850 | $ 408 |$ 388|% 268 $ 039 ($%$ 084|$%$ 520($ 3530
2017( $ 964 | $ 889 | $ 500($ 4.03|%$ 311 | $ 059 [ $ 139|$ 671|$ 39.36
2018( $ 1022 | $ 883 | % 592 ($ 474|% 406 | $ 059 [ $ 168|$ 802|$ 44.06
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